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When you first glance at your various tax forms,
DO YOU FEEL LIKE YOU'RE IN A FOREIGN COUNTRY? WELL.
IN MANY WAYS YOU ARE.
NOW, MOST OF US WOULD NEVER DREAM OF TRAVELING TO 
A FOREIGN COUNTRY WITHOUT FIRST READING A GOOD GUIDE 
BOOK...OR AT LEAST, GETTING INFORMATION FROM AN EXPERT 
—  SOMEONE WHO HAS VISITED THE DESTINATION IN THE 
PAST. BUT a lot of people approach their tax return 
FORMS WITHOUT A CLUE OF WHAT THEY ARE SUPPOSED TO DO 
ONCE THEY GET THERE. AS A RESULT, MANY INDIVIDUALS 
FORGO VALUABLE DEDUCTIONS OR TAX CREDITS TO WHICH THEY 
ARE ENTITLED SIMPLY BECAUSE THEY DIDN'T KNOW THEY 
existed. Others lose out because they're rushing to 
GET THEIR TAXES OUT OF THE WAY, AND BYPASS SOME 
IMPORTANT RULES.
Today, I'm going to be your guide. What I'd like 
TO DO OVER THE NEXT FEW MINUTES IS SHOW YOU HOW YOU 
CAN APPROACH YOUR TAX RETURN WITHOUT MISSING ANY 
IMPORTANT DEDUCTIONS. PLEASE KEEP IN MIND THAT MY 
GOAL IS TO HELP YOU PAY YOUR FAIR SHARE OF TAXES, AND 
NOT A PENNY MORE.
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I'LL BEGIN BY LOOKING AT SOME OF THE CHANGES IN 
THE TAX LAW FOR 1990. CHANGES THAT MAY AFFECT HOW YOU 
PREPARE YOUR RETURN. NEXT, I'LL REVIEW THE TYPES OF 
INCOME YOU NEED TO REPORT ON YOUR TAX RETURN. I'LL 
SHOW YOU HOW YOU CAN REDUCE YOUR GROSS INCOME BY 
TAKING ADVANTAGE OF TAX DEDUCTIONS AND SPECIAL 
CREDITS. AND. LIKE ANY GOOD CPA, I'LL GIVE YOU SOME 
HINTS ON HOW YOU CAN DISCOVER TAX-DEDUCTIBLE EXPENSES
YOU OVERLOOKED OR NEVER EVEN KNEW ABOUT.
Don't worry about taking detailed notes. I've 
BROUGHT ALONG AN EXCELLENT BROCHURE WHICH SUMMARIZES 
THE HIGHLIGHTS OF MY TALK. AND, OF COURSE. IF YOU 
HAVE ANY QUESTIONS OR CONCERNS I DON'T ADDRESS IN MY 
TALK, PLEASE FEEL FREE TO ASK ME AFTERWARDS AND I'LL 
HELP YOU OUT AS BEST AS I CAN.
What's new for 1990? First, some good news. The 
STANDARD DEDUCTION HAS INCREASED TO $3,250 FOR SINGLE 
TAXPAYERS; $5,450 FOR MARRIED COUPLES FILING JOINTLY; 
AND $4,750 FOR INDIVIDUALS FILING AS HEAD OF 
HOUSEHOLD. THE PERSONAL EXEMPTION ALSO ROSE THIS 
year. Each exemption now equals $2,050 —  up $50 over 
LAST YEAR.
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If any of you are self-employed, here's a special 
TIP: FOR 1990, THE SELF-EMPLOYMENT TAX RATE JUMPED TO 
15.3 PERCENT, UP FROM 13.02 PERCENT. THE AMOUNT OF 
INCOME SUBJECT TO SELF-EMPLOYMENT TAX ALSO WENT UP.
TO COMPENSATE FOR THE INCREASE, YOU CAN NOW DEDUCT 50 
PERCENT OF YOUR SELF-EMPLOYMENT TAX.
That's the good news. The not-so-good news is 
THAT THE DEDUCTION FOR PERSONAL INTEREST IS BEING 
PHASED OUT. For 1989, YOU WERE ALLOWED TO DEDUCT 20 
PERCENT. FOR 1990, YOU CAN DEDUCT ONLY 10 PERCENT.
And for 1991, you won't be allowed to deduct a single 
PENNY FOR INTEREST PAYMENTS ON PERSONAL OR CONSUMER 
LOANS —  THAT INCLUDES INTEREST ON CREDIT CARD 
BALANCES, STUDENT LOANS, AND AUTOMOBILE LOANS.
Other tax changes impact parents in particular.
For example. IRS rules now require you to list Social 
Security numbers for any dependent who was at least 
AGE TWO BY THE END OF 1990. IF YOU FAIL TO DO SO, YOU 
MAY BE HIT WITH A PENALTY. BY THE WAY, ON NEXT YEAR'S 
RETURN, YOU WILL HAVE TO REPORT SOCIAL SECURITY 
NUMBERS FOR ANY DEPENDENT WHO IS AT LEAST AGE ONE BY 
THE END OF 1991.
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NOW LET'S MAP OUT AN APPROACH TO COMPLETING YOUR 
TAX RETURN. THE FIRST STEP IS ONE THAT MANY 
INDIVIDUALS PREFER TO OVERLOOK —  AND THAT'S SERIOUS 
RECORDKEEPING. BEGIN BY GATHERING EVERY RECORD THAT 
SHOWS HOW MUCH MONEY YOU'VE EARNED OR COLLECTED OVER 
THE COURSE OF THE YEAR. FOR EXAMPLE, YOU NEED TO SET 
ASIDE YOUR W-2 FORM, WHICH IS NORMALLY SENT TO YOU IN 
January.
You SHOULD ALSO COLLECT ANY 1099 FORMS YOU 
RECEIVE. THESE RECORDS WILL INDICATE EXACTLY HOW MUCH 
MONEY YOUR SAVINGS ACCOUNTS, SECURITY HOLDINGS, OR 
OTHER INVESTMENTS EARNED. ALSO, IF YOU SOLD ANY STOCK 
FOR GAIN THIS YEAR, YOU'LL RECEIVE A 1099-B WHICH 
SHOWS THE AMOUNT OF CAPITAL GAINS YOU MUST REPORT.
IF  YOU SOLD YOUR HOME AND MADE A PROFIT, BE SURE 
YOU SAVE ALL SUPPORTING DOCUMENTS —  INCLUDING YOUR 
CLOSING STATEMENTS, RECORDS OF CAPITAL IMPROVEMENTS OR 
DEDUCTED DEPRECIATIONS AND CASUALTY LOSSES, PLUS ANY 
RECEIPTS THAT PROVE HOW MUCH YOU SPENT ON FIXING UP 
THE HOUSE WITHIN NINETY DAYS PRIOR TO ITS SALE. THESE 
DOCUMENTS CAN HELP YOU TRIM THE AMOUNT OF CAPITAL 
GAINS YOU MUST REPORT ON THE SALE OF YOUR HOUSE.
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Other types of income you need to report on your 
TAX RETURN ARE BUSINESS INCOME. UNEMPLOYMENT 
COMPENSATION. CERTAIN SCHOLARSHIPS AND FELLOWSHIPS, 
taxable Social Security or pension benefits, and state 
AND LOCAL INCOME TAX REFUNDS.
Once you've totaled your gross income, you need to 
GATHER RECORDS ON YOUR TAX-DEDUCTIBLE EXPENSES. MOST 
TAXPAYERS FIND IT DIFFICULT TO RECONSTRUCT A YEAR'S 
WORTH OF EXPENSES. HOW MUCH DID YOU SPEND ON THAT 
BUSINESS TRIP YOU TOOK LAST APRIL? WHICH CHARITIES 
DID YOU CONTRIBUTE TO DURING THE YEAR?
Trying to get answers to these questions can give 
YOU ONE BIG HEADACHE. BUT, DON'T GO RUNNING FOR THE 
Excedrin yet. I'm going to guide you through some 
STEPS TO HELP YOU DISCOVER ALL THE DEDUCTIBLE EXPENSES 
HIDDEN IN YOUR FILING CABINET...OR SHOE BOX...AT HOME.
Step one —  review last year's tax return. Unless 
YOUR TAX SITUATION HAS ALTERED DRAMATICALLY, YOU'LL BE 
ABLE TO USE YOUR 1989 RETURN AS AN OUTLINE FOR THE 
TYPES OF EXPENSES YOU MAY BE ENTITLED TO DEDUCT THIS 
YEAR.
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Step two —  pull out your checkbook and cancelled 
checks. Carefully review them, setting aside any 
ITEMS THAT RELATE TO YOUR BUSINESS, CHARITABLE 
DONATIONS. MEDICAL EXPENSES, CHILD-CARE BILLS, REAL 
ESTATE ACTIVITIES, AND OTHER MISCELLANEOUS EXPENSES. 
I'LL DISCUSS THESE DEDUCTIONS IN MORE DETAIL IN JUST A 
FEW MINUTES.
IN CASE YOU'RE WONDERING, IF YOU USE A CPA TO 
PREPARE YOUR TAXES, YOU DON'T HAVE TO SUPPLY HIM OR 
HER WITH EVERY CHECK YOU WROTE THIS YEAR. A SUMMARY 
LISTING THE DATE, CHECK NUMBER, AMOUNT, PAYEE AND 
PURPOSE WILL SUFFICE.
Step three —  review your old charge account 
STATEMENTS AND RECEIPTS, AND NOTE ANY EXPENSES THAT 
MAY BE TAX-DEDUCTIBLE. FOR INSTANCE. DID YOU CHARGE 
PRESCRIPTION EYEGLASSES OR A CONTRIBUTION TO A 
CHARITY? ALSO, be sure you write down how much 
INTEREST YOU PAID ON EACH ACCOUNT. THIS AMOUNT IS 
GENERALLY NOTED ON THE FIRST CHARGE STATEMENT OF THE 
new year. Remember what I told you about the personal 
INTEREST DEDUCTION. YOU CAN ONLY DEDUCT 10 PERCENT 
THIS YEAR.
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Step four —  take note of changes in your personal 
LIFE, SUCH AS A MARRIAGE OR BIRTH OF A CHILD. SUCH 
CHANGES CAN MEAN A DIFFERENCE IN THE NUMBER OF 
EXEMPTIONS YOU CAN CLAIM, AND IN THE AMOUNT OF TAX YOU 
HAVE TO PAY. AND NOTIFY YOUR TAX PREPARER SO THAT HE 
OR SHE CAN ALERT YOU TO SPECIAL TAX CREDITS AND 
PROVISIONS OF WHICH YOU MAY BE UNAWARE.
Step five —  review your paycheck stubs. If you 
TAKE A CLOSE LOOK AT THEM, YOU MAY DISCOVER AUTOMATIC 
PAYROLL DEDUCTIONS FOR IRA ACCOUNTS, UNION DUES, 
MEDICAL INSURANCE, OR DONATIONS TO CHARITIES —  SUCH 
AS THE UNITED WAY.
NOW, THESE FIVE STEPS ARE MEANT TO LEAD YOU TO 
PLACES WHERE YOUR TAX DEDUCTIONS MAY BE HIDING. BUT 
ONCE YOU GET THERE, YOU HAVE TO KNOW WHAT YOU ARE 
LOOKING FOR.
LET'S START WITH HOW RETIREMENT PLANS CAN AFFECT 
YOUR TAX BILL. FOR EXAMPLE, YOU COULD CONTRIBUTE UP 
to $7,979 to a 401(k) plan in 1990. Whatever amount 
YOU DEPOSITED AUTOMATICALLY REDUCES YOUR GROSS 
INCOME. SO IF YOU'RE IN THE 28 PERCENT TAX BRACKET 
FOR 1990, A $3,000 CONTRIBUTION TO A 401(K) MEANS AN 
$840 CUT IN YOUR TAXES.
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LET'S TAKE A CLOSER LOOK AT OTHER TAX BREAKS YOU 
MAY BE ABLE TO USE. AS LONG AS YOU AREN'T COVERED BY 
A PENSION PLAN AT WORK, YOU CAN STILL DEDUCT UP TO 
$2,000 IN IRA CONTRIBUTIONS IF YOU'RE SINGLE, AND UP 
TO $4,000 IF YOU'RE MARRIED AND BOTH YOU AND YOUR 
SPOUSE WORK. IF  ONLY ONE OF YOU IS WORKING, THE MOST 
YOU CAN DEDUCT IS $2,250. KEEP IN MIND THAT YOU HAVE 
until April 15 to make an IRA deposit for 1990.
Now, WHAT HAPPENS TO YOUR IRA DEDUCTION IF YOU OR 
YOUR SPOUSE PARTICIPATE IN AN EMPLOYER’S RETIREMENT 
PLAN? IN THIS CASE, YOU START TO LOSE SOME OF YOUR 
DEDUCTION AS SOON AS YOUR ADJUSTED GROSS INCOME 
EXCEEDS $40,000. IF  YOU'RE SINGLE, YOUR DEDUCTION 
STARTS DROPPING ONCE YOU EARN MORE THAN $25,000.
Let me point out that a deductible IRA results in 
WHAT'S CALLED "AN ADJUSTMENT TO INCOME." WHAT THIS 
MEANS IS THAT YOU SUBTRACT THESE ITEMS DIRECTLY FROM 
YOUR GROSS INCOME. WITHOUT REGARD TO ANY OTHER 
DEDUCTIONS. THERE ARE OTHER ADJUSTMENTS TO INCOME 
WHICH YOU SHOULD BE AWARE OF —  SUCH AS ALIMONY 
PAYMENTS, OR THE 25 PERCENT DEDUCTION YOU CAN TAKE FOR 
HEALTH INSURANCE PREMIUMS IF YOU'RE SELF-EMPLOYED.
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Find out if you're eligible for any of these 
ADJUSTMENTS TO INCOME BECAUSE THEY CAN BE VALUABLE TAX 
SAVERS.
ANOTHER VALUABLE TAX BREAK CAN BE FOUND IN YOUR 
HOME —  THAT IS, IF YOU OWN IT. MORTGAGE INTEREST IS 
STILL 100 PERCENT DEDUCTIBLE ON LOANS OF UP TO $1 
MILLION...AS LONG AS YOU USE THE FUNDS TO BUY A 
PRIMARY OR SECONDARY HOME. IN ADDITION, YOU CAN 
DEDUCT ANY PROPERTY AND REAL ESTATE TAXES YOU PAID FOR 
1990. And if you have a home eouity loan, you'll be 
HAPPY TO HEAR THAT YOU CAN ALSO DEDUCT THE INTEREST ON 
LOANS OF UP TO $100,000.
IF YOU OWN RENTAL PROPERTY, YOU MAY BE ENTITLED TO 
ANOTHER SET OF DEDUCTIONS. FOR EXAMPLE, YOU CAN 
GENERALLY DEDUCT ANY LEGITIMATE OPERATING COSTS, SUCH 
AS THOSE FOR REPAIRS, CLEANING SERVICES AND 
ADVERTISING FEES.
But let me caution you that any rental losses you 
SUSTAIN ARE CONSIDERED "PASSIVE" AND THEREFORE MAY 
ONLY BE DEDUCTED FROM "PASSIVE" INCOME. THERE IS ONE 
IMPORTANT EXCEPTION.
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If your adjusted gross income is under $100,000
AND YOU ACTIVELY PARTICIPATE IN RENTING YOUR PROPERTY
—  IN OTHER WORDS. YOU MAKE DECISIONS CONCERNING 
TENANTS, DECIDING RENTAL TERMS AND APPROVING REPAIRS
—  YOU CAN DEDUCT LOSSES OF UP TO $25,000 FROM YOUR 
REGULAR INCOME. FOR OWNERS WITH AN ADJUSTED GROSS 
INCOME OVER $100,000, THE $25,000 ALLOWANCE IS REDUCED 
BY 50 CENTS FOR EVERY DOLLAR OF INCOME ABOVE $100,000.
Another deduction with which few taxpayers are 
FAMILIAR IS THE ONE FOR CASUALTY LOSSES. CASUALTY 
LOSSES MUST BE SUDDEN AND UNEXPECTED —  FOR EXAMPLE, A 
FIRE, AN AUTOMOBILE ACCIDENT, A BANK FAILURE, OR A 
HURRICANE. SUCH LOSSES ARE DEDUCTIBLE TO THE EXTENT 
THAT THEY EXCEED 10 PERCENT OF YOUR ADJUSTED GROSS 
INCOME...AND THEY HAVE NOT BEEN REIMBURSED BY YOUR 
INSURANCE COMPANY. IN ADDITION, EACH CASUALTY LOSS IS 
SUBJECT TO A $100 DEDUCTIBLE.
IF YOU THINK YOU MAY BE ELIGIBLE FOR THIS 
DEDUCTION, YOU MAY WANT TO CONSULT A CPA FOR THE 
SPECIFIC RULES AND RESTRICTIONS.
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While casualty-loss deductions are not very common 
—  THOSE FOR MISCELLANEOUS EXPENSES ARE, AND IF YOU 
KNOW SOME OF THE TAX RULES. YOU MAY BE ABLE TO TAKE 
ADVANTAGE OF THIS PROVISION. FIRST, LET ME REMIND YOU 
THAT MOST MISCELLANEOUS EXPENSES ARE DEDUCTIBLE TO THE 
EXTENT THAT THEY EXCEED 2 PERCENT OF YOUR ADJUSTED 
GROSS INCOME. INCLUDED IN THIS CATEGORY ARE BUSINESS 
EXPENSES, SUCH AS THOSE INCURRED BY MAILING HOLIDAY 
CARDS TO EMPLOYEES OR CLIENTS IF —  AND THIS IS A BIG 
"IF" —  THE CARDS SERVED A VALID BUSINESS FUNCTION.
IN ADDITION, YOU MAY DEDUCT THE COST OF BUSINESS GIFTS 
WORTH UP TO $25 PER PERSON, PER YEAR.
AS FAR AS BUSINESS MEALS GO, YOU CAN GENERALLY ADD 
80 PERCENT OF THE COST OF THE MEAL TO YOUR 
MISCELLANEOUS EXPENSES AS LONG AS THE MEAL IS 
"DIRECTLY RELATED TO" OR "ASSOCIATED WITH" THE ACTIVE 
CONDUCT OF YOUR BUSINESS OR TRADE. JUST BE SURE THAT 
THE EXPENSES ARE NOT LAVISH OR EXTRAVAGANT.
Certain educational costs are also included in the 
MISCELLANEOUS DEDUCTION CATEGORY. IN MANY CASES. YOU 
MAY DEDUCT THE COST OF BUSINESS-RELATED EDUCATION 
EXPENSES, INCLUDING BOOKS AND TUITION.
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What you have to keep in mind here is that the 
COURSES YOU TAKE MUST HELP YOU MAINTAIN OR IMPROVE 
YOUR PRESENT WORK SKILLS, OR BE REQUIRED BY YOUR 
EMPLOYER OR THE LAW TO KEEP YOUR JOB.
Speaking of jobs, you can also deduct many of the 
COSTS INCURRED IN JOB HUNTING —  SUCH AS RESUME 
SERVICES —  AS LONG AS YOU'RE LOOKING FOR WORK IN THE 
SAME FIELD.
YOU MAY ALSO BE ENTITLED TO DEDUCT CERTAIN 
INVESTMENT-RELATED EXPENSES. FOR EXAMPLE, IF YOU USE 
A SAFE DEPOSIT BOX TO STORE STOCKS AND BONDS OR OTHER 
PAPERS RELATED TO YOUR INVESTMENTS. YOU MAY DEDUCT THE 
ANNUAL RENTAL FEE. YOU CAN ALSO DEDUCT THE COSTS OF 
TAX PREPARATION FEES AND INVESTMENT MANAGEMENT ADVICE 
THAT PERTAINS TO INVESTMENTS PRODUCING TAXABLE INCOME.
These are all miscellaneous deductions. Now,
LET'S LOOK AT YOUR UNREIMBURSED MEDICAL EXPENSES.
These costs are deductible to the extent that they
EXCEED 7.5 PERCENT OF YOUR ADJUSTED GROSS INCOME.
Don't assume that only the chronically ill can take
ADVANTAGE OF THE MEDICAL DEDUCTION.
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YOU MAY BE PERFECTLY HEALTHY AND STILL HAVE 
DEDUCTIBLE MEDICAL EXPENSES —  FOR EXAMPLE, 
ORTHODONTIST BILLS, EYEGLASSES, OR CONTACT LENSES.
YOU CAN ALSO DEDUCT THE COST OF TRANSPORTATION TO 
AND FROM MEDICAL FACILITIES. MEDICAL INSURANCE 
PREMIUMS. PRESCRIPTION MEDICINES, AND SPECIAL 
EQUIPMENT LIKE CRUTCHES, WHEELCHAIRS, OR HEARING 
aids. Such medical treatments as acupuncture and 
PSYCHOTHERAPY ARE ALSO DEDUCTIBLE.
If you itemize, you can still deduct contributions 
TO CHARITIES. IN ADDITION TO GIFTS OF PROPERTY, YOU 
CAN DEDUCT EXPENSES ASSOCIATED WITH VOLUNTEER 
ACTIVITIES, INCLUDING TRANSPORTATION COSTS AND SPECIAL 
UNIFORMS. IF  YOUR VOLUNTEER ACTIVITIES REQUIRE YOU TO 
BE AWAY OVERNIGHT, YOU MAY EVEN BE ABLE TO DEDUCT YOUR 
LODGING COSTS AND 80 PERCENT OF THE AMOUNT YOU SPEND 
ON MEALS. THE RULE HERE, ACCORDING TO THE IRS, IS 
THAT THE TRIP CANNOT HAVE A "SIGNIFICANT ELEMENT OF 
PERSONAL PLEASURE, RECREATION OR VACATION."
and finally, don't forget that state and local 
INCOME TAX REMAINS FULLY DEDUCTIBLE. IN STATES WITH 
HIGH TAX RATES, THIS ONE ITEM CAN EASILY TOP YOUR 
STANDARD DEDUCTION.
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Before I conclude my remarks, let me briefly tell
YOU ABOUT SOME TAX-FILING TIPS OFTEN OVERLOOKED BY
SPECIAL TYPES OF TAXPAYERS.
FOR THOSE OF YOU APPROACHING THE GOLDEN YEARS. 
HERE'S A GOLDEN OPPORTUNITY. IF  YOU ARE AT LEAST 55 
YEARS OLD AND PLAN TO SELL YOUR HOME, YOU MAY WANT TO 
TAKE ADVANTAGE OF A ONCE-IN-A-LIFETIME PROVISION THAT 
ALLOWS YOU TO EXCLUDE FROM TAXABLE INCOME UP TO 
$125,000 OF THE GAIN REALIZED FROM SELLING YOUR HOME.
What about the dependent-care credit? If any of 
YOU PAY SOMEONE TO TAKE CARE OF YOUR DEPENDENT CHILD, 
PARENT OR SPOUSE WHILE YOU'RE WORKING, YOU MAY QUALIFY 
FOR THE DEPENDENT-CARE TAX CREDIT. TO BE ELIGIBLE, 
YOUR SPOUSE OR DEPENDENT MUST BE UNABLE TO TAKE CARE 
OF HIMSELF OR HERSELF. YOU MUST BE EMPLOYED AND 
MAINTAIN A HOME FOR A CHILD UNDER AGE 13 TO BE 
ELIGIBLE FOR THE CHILD CARE CREDIT.
THE AMOUNT YOU MAY DEDUCT AGAIN DEPENDS ON YOUR 
ADJUSTED GROSS INCOME —  BUT CAN GO AS HIGH AS $720 
FOR ONE DEPENDENT. JUST REMEMBER. FOR IN-HOUSE 
CARETAKERS, YOU MUST SUPPLY THE IRS WITH THE NAME, 
ADDRESS, AND SOCIAL SECURITY NUMBER OF THE PERSON 
PROVIDING THE SERVICE.
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And for any of you who are considering setting up 
AN OFFICE IN YOUR HOME. DID YOU KNOW THAT YOU MAY BE 
ABLE TO CONVERT A BEDROOM OR YOUR BASEMENT INTO A 
BUSINESS OFFICE AND CLAIM ALL THE TAX BREAKS 
APPLICABLE? ACCORDING TO CURRENT TAX. LAW, IF YOU'RE 
SELF-EMPLOYED, YOU CAN WRITE OFF A PORTION OF YOUR 
HOME FOR BUSINESS PURPOSES —  IF THAT OFFICE IS USED 
BOTH EXCLUSIVELY AND REGULARLY AS, ONE. THE PRINCIPAL 
PLACE OF BUSINESS OR AS. TWO, A PLACE TO MEET WITH 
CLIENTS OR CUSTOMERS IN THE NORMAL COURSE OF BUSINESS.
IF  you're employed, writing off a home office is a 
LITTLE BIT MORE DIFFICULT. FIRST, YOU HAVE TO MEET 
THE REQUIREMENT I JUST MENTIONED. SECOND, YOU MUST 
GENERALLY DEMONSTRATE THAT THE BUSINESS USE OF YOUR 
HOME BENEFITS YOUR EMPLOYER.
BUT HERE'S A BIT OF INTERESTING NEWS. THE TAX 
Court has recently ruled that your home office does 
NOT HAVE TO BE YOUR PRINCIPAL PLACE OF WORK.
According to the Court, your home office expenses 
MAY BE DEDUCTIBLE IF YOUR OFFICE IS ESSENTIAL TO YOUR 
BUSINESS; YOU SPEND A SUBSTANTIAL AMOUNT OF TIME 
THERE; OR YOU HAVE NO OTHER SPACE OPTIONS AVAILABLE.
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Since this ruling is being contested by the IRS, I  
STRONGLY SUGGEST YOU CONSULT YOUR CPA BEFORE APPLYING 
THE TAX COURT'S CRITERIA.
IN CLOSING, REMEMBER THAT YOU CAN REDUCE YOUR 
TAXES BY APPROACHING YOUR TAX RETURN WITH ADEQUATE 
PREPARATION AND ORGANIZATION. AND IF YOU NEED 
ASSISTANCE. A CPA CAN SERVE AS YOUR PERSONAL GUIDE 
THROUGH THE BAFFLING LANDSCAPE OF TAXES.
NOW, I'LL BE HAPPY TO TAKE YOUR QUESTIONS.
# # #
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Radio and Television interview Guide To 
Commonly Asked Questions on Fifing 1990 Tax Returns
1. I know that Congress recently passed a number of new tax laws. Do 
these laws change the deductions I can take on my 1990 tax return?
No. The new tax laws will have an impact on the taxes you pay for 
1991. Make sure you familiarize yourself with the changes and take 
steps to minimize your 1991 tax bill.
2. I’m a single parent. I pay my mother to care for my son while I work. 
Can I claim the child-care tax credit for the amount I pay her?
Yes, you can as long as you do not claim your mother as a 
dependent. But be aware that if your mother comes to your home to 
care for your children, you must pay Social Security and 
unemployment taxes based on her salary. You will also need to file 
payroll tax returns. On the other hand, if you take your children to 
your mother’s home, she is not considered your household employee 
and you will not face these employer responsibilities.
3. What’s the rule for deducting consumer interest for 1990?
Borrowing has become more expensive. On your tax return for 1990, 
you may deduct only 10 percent of the amount you spend for interest 
on personal loans, car loans, student loans and credit card accounts. 
For 1991, no deduction for personal interest will be allowed.
4. My child earns about $2,000 in unearned income. Do I need to 
prepare a separate return to report my child’s income?
The Kiddie Tax requires you to report your child’s unearned income, 
but if your child’s gross unearned income is between $500 and $5,000, 
you may be able to use Form 8814 to indicate that you plan to include 
your child’s income on your own return. But there is one factor you 
should keep in mind. When you include your child’s income with your 
own, you increase your adjusted gross income. This may effect your 
ability to deduct medical and miscellaneous deductions.
5. I work full time as a teacher but I just started doing some tutoring on 
the side. How do I report the income I receive?
The income you make from tutoring is self-employment income and is 
reported on Schedule C. You should keep track of your expenses for 
materials and transportation to and from the second job as these costs 
are deductible. If you make more than $400 in self-employment 
income, you must file a Schedule SE and pay self-employment taxes 
on this income.
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6. I charged a donation to a local charity in December. I didn’t pay 
my bill until January. When do I deduct the donation?
You get to deduct your donation in the year you charge it, not in 
the year you actually pay the bill.
7. I know that for 1990 certain miscellaneous itemized expenses are 
deductible only in excess of 2 percent of my adjusted gross 
income. What expenses fit in this category?
Miscellaneous itemized expenses include such items as union 
and professional dues, small tools, safety equipment and supplies 
for your job, fees paid to a tax adviser to prepare your return or 
represent you at an audit, certain travel and lodging costs 
connected with seeking employment, and investment-related 
expenses such as safe deposit box rental fees, the cost of 
producing or collecting income, and IRA custodial fees.
8. I just reached 65. Am I entitled to claim a higher standard 
deduction?
Yes. If you use the standard deduction, the law allows you to add 
$800 to your standard deductions if you are single. If you’re 
married, you may add $650 for each spouse who is age 65 and 
older.
9. There’s no way I’m going to be able to file my return by April 15. 
What should I do?
You can get an extra four months for filing if you complete Form 
4868 and file it by April 15. Be sure to include a check for the 
approximate amount of tax you expect to owe or you’ll be subject 
to a hefty failure-to-pay penalty. This penalty can be avoided by 
paying at least 90 percent of your actual tax bill. Remember, you 
get an extension for filing your return, but you do not get an 
extension for paying the amount you owe. Also, If you are 
expecting a refund, you should file as soon as possible.
10. How long should I keep my tax returns?
As long as possible. As a general rule, the IRS cannot assess 
additional taxes after three years starting from the due date of the 
return or when it was actually filed, whichever is later. If, 
however, you fail to report more than 25 percent of your income, 
the IRS has up to six years to audit you and there is no time limit 
if the IRS thinks you committed fraud, or you failed to file a 
return. Just to be on the safe side, it’s a good idea to hold onto 
your forms indefinitely.
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